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CONFIDENTIAL JAKARTA 0921 

E.O. 11652: GDS 

TAGS: ID, ENRG, CONTRACT 

SUBJ: ENERGY: OIL CONTRACT MODIFICATION 

REF: A) STATE 12936 (NOTAL) B) SINGAPORE 222 (NOTAL) 

C) JAKARTA 12474 (NOTAL) 

1. SUMMARY: OIL COMPANY/PERT AMINA/MIGAS ARE NOW DISCUSSING 
OIL CONTRACT MODIFICATIONS DESIGNED TO INCREASE GOI TAKE 

OF 'WINDFALL PROFITS" RESULTING FROM LATEST ROUNDS OF PRICE 
INCREASES. DURING CONVERSATION JANUARY 21, GEN. IBNU CONFIRMED 
TO AMBASSADOR PREVIOUS REPORTS THAT FORMULA PERTAMINA IS SEEKING 
WOULD PROVIDE FOR SPLIT OF 90/10 (PERT AMIN A/COMP ANY) ON 
EVERYTHING OVER $5.00 PER BARREL. INDICATIONS ARE PIVOTAL 
NEGOTIATIONS WILL BE CONCLUDED SOON, PROBABLY THIS WEEK. 

END SUMMARY. 

2. IN LATE DECEMBER AND EARLY JANAURY SOME PRESS REPORTS 
APPEARED CRITICIZING PERTAMINA FOR NOT OBTAINING MAXIMUM 
RETURN FOR DEVELOPMENT OF OIL RESOURCES. IN EARLY JANUARY, 
FOLLOWING MEETING WITH PRESIDENT SUHARTO TO DISCUSS REALIZED 
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PRICE INCREASE TO $10.80 FOB PER BARREL, PRESS REPORTED IBNU 
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SAID RETURN TO INDONESIA WAS AT LEAST AS GREAT AS THAT TO 
MIDDLE EAST COUNTRIES. ABOUT JANUARY 10, ON HIS RETURN FROM 
GENEVA OPEC MEETING, GOI DIRECTOR FOR OIL AND GAS WIJARSO 
INITIATED MEETINGS WITH PERTAMINA, CALTEX, STANVAC, ARCO 
AND UNION OIL TO DISCUSS CONTRACT MODIFICATIONS TO INCREASE 
GOI SHARE OF WINDFALL PROFITS RESULTING FROM LATEST PRICE 
INCREASE TO $10.80 PER BARREL. EMBASSY LEARNED JANUARY 11, 

THAT IBNU TOLD PERTAMINA WASHREP BENSON NIGHT BEFORE THAT 
CONTRACTS WOULD BE MODIFIED TO PROVIDE 90/10 SPLIT ON PRICE 
OVER $5.00 PER BARREL. THAT EVENING, TIRTO UTGSO (PERTAMINA'S 
LEGAL AND FOREIGN MARKETING DIVISION) CONFIRMED THIS TO EMBOFF 
ADDING THAT MODIFICATION WOULD PROBABLY ALSO RELATE OIL PRICES 
AND U.N. COMMODITY INDEX. 

3. DURING FAREWELL MEETING JANUARY 21, IBNU TOLD AMBASSADOR 
NEGOTIATIONS WERE ALMOST COMPLETE BUT THAT "OIL COMPANIES 
WERE GRUMBLING". IBNU SAID HE TOLD THEM THAT IF THEY WISHED 
TO MAKE MORE THAN THE $2.00 PROFIT PER BARREL THEY WOULD BE 
MAKING UNDER THE FORMULA HE PROPOSED, HE WOULD RAISE THE OIL 
PRICE BLAMING COMPANIES FOR INCREASE. IBNU GAVE AMBASSADOR 

EVERY INDICATION HE DID NOT INTEND TO BUDGE FROM PROPOSED 
FORMULA, IMPLYING THAT HE EXPECTED COMPANIES TO COME AROUND 
AFTER THEY STOPPED GRUMBLING. (EMBASSY LEARNED 
FROM STANVAC THAT WHILE INVOLVED IN NEGOTIATIONS, 

STANVAC PLANS TO FOLLOW CALTEX LEAD BUT HOPES BASIC 
PRICE FOR 90/10 SPLIT WOULD BE $6.00 RATHER THAN 
$5.00.) 

4. ON JANUARY 17 WIJARSO TOLD EMBOFF HE EXPECTED 
AGREEMENT ON MODIFICATION BY END THIS WEEK. MIGAS/ 

PERTAMINA MEETING THIS AFTERNOON WITH IIAPCO, ARCO 
AND TREND. 

5. COMMENT: BASED ON VARIOUS REPORTS IT IS 
CLEAR THAT (1) CONTRACTS WILL BE MODIFIED, (2) 

DECISION WILL BE ANNOUNCED SOON. PERHAPS BY END THIS 
WEEK AND (3) THAT FORMULA WILL PROBABLY BE CLOSE TO 
90/10 SPLIT ON EXCESS OF PRICE OF ABOUT $5.00. IT 

IS NOT CLEAR. HOWEVER, WHETHER 90/10 SPLIT WILL BE 
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IN OIL OR PROFITS. 

6. PRELIMINARY INDICATIONS ARE THAT IBNU, ALTHOUGH 
NOT DIRECTLY INVOLVED IN NEGOTIATIONS. HAS PLAYED 
KEY ROLE IN ESTABLISHING BASIC POLICY. PERHAPS IN 
PART REACTING TO DOMESTIC AND INTERNAL GOI PRESSURE 
AND TO REPORTS THAT OTHER COUNTRIES, INCLUDING U.S. 

AND OTHER OPEC COUNTRIES, ARE CONSIDERING 
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COMPARABLE WINDFALL PROFIT TAX ON OIL 
COMPANIES. FACT THAT DISCUSSIONS ARE TAKING 
PLACE AT ALL INDICATES GOI/PERT AMINA WISHES 
TO GIVE COMPANIES SAME OPPORTUNITY TO MAKE THEIR 
CASE. AMBASSADOR IS SEEING CALTEX SHAREHOLDERS' 

REP MARTIN TOMORROW, AFTER WHICH WE WILL REPORT 
ANY ADDITIONAL INFORMATION. 

GALBRAITH 
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